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17^, 2003 

■r. 3 ^- 22013 / 1 / 2001 — *R4>r< ^ 3PT^ 21.11.1997 4> 

224 TO ^ M^ i rfif cT ^ f^mkoT C2JERSIT WM ^ ^ 3 r 4 

f^iq jeRTT SHI \tv^T 3 ^ f^TT ^RTT «TT ^ ^ ^ 

^ 31 .03.1998 <T3> ofPJ cTTHcf vWT 3TmT% 

Pf:^ (^M) 3icK^ ^fcfr ^ sfqRft ^ HfcRKRTT 3 v*? 


2 TH^R ^ 1.04.1998 ^ ^e4 ^eT *R 3>t ^ ^HT «Ht 4 % tcR ^ ^Pffrt 
cfq WT f4^ <t4l(4? , 3T^T eTRft % ^q-TTRJ, ^Rcf/P, 1 .04.1998 V«£\<A %el 
OTfWr (T^3fi#5f) srt 4 ^r vUicff cpi ^4 % Prafan ^ mreft 4 4> fen? srg#? 

qR# sff I ^PrfcT ^4 M»^ l R4 f, PRT* ^ ^ ^eT ^ ^TTc^ 

3 ft? yifcffi q ^eT 4: q Pi ill ^ PfxfR-[4H!#f f^Ti *lPtlri 4 14 t1 *T3ToRI S Kf 'MBI^cil MIK1 
q[4 | %c f ^jzrt Ptott, 4^HeT arfa qji§4^ ^ 4jfcRft 41^41) 

fSRfrm TIT^T ^PrPf <& Rpb lf M ^R f^R <Jr 4 4> afar fltwajffi ^ 
^R^Rf % W^R ^ 1 .04.1998 ?r %el 1R *W<r£\ ift M 

ZfpiffT eTPJ ^r 4 4>T pRpf IcRT 11 M 4Wpft ^ PRfacTR pFTl^TR t- 

i) *ro*Pra Pl?R°T Tf^ET ^ TRtT ^ 3F^T c3T?#ff 

4tPr ^ ^ Pivi^/^^ r ^ir 44 ><k 1 ^ 3 T^rt «o^m4 

ott prsft qq wi ^teRt <Ft f^r ipr M ^ erni 
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ii) mPjrtf W W WZ qft I 

iii) \ i>t wn qRjqr q^Pr % spjqjq ^ w'ft amfa ’qq^t qftcT 
OTTOR qqi 

iv) qft ¥FH qiRj<?> 3TmR *R qft I 

V) fq #4 ^ PiqfftcT ^ % foq TO SPRRftq TOFTT % faq 

f^Tf^T ^ ^cf *jeq 4 TOST: 7.5% TO 10% cf^ft qft WTq*ftl 

Vi) 1.04.98 ^ 31 .03.2002 qft 3TqfiT % fefq: 

fa) #4 ^ W ^T ^T (v) 4 Picfcfa xpr ^ % 

3T3TTK 3EH qft ^TKpfr TO qqqft ¥HT q%FT ^ TOft 

qwrft Ttwr 4 PrPtqfRq % cfR^fcra> mm qft mRq 

^\m qq>aM <fW qft sfPr^cf qfciwdT % mm m qft mpfn 
fa) ^RT TO OTeT \iTef 3iMdcf)i| efat (400 *ftcR «TcT HF?T^ TO ) 3 
qro ter m qq<^ qq qq $q fa) % sqjqrc 

PisjfRd *jeq Pto'fa qq cp ^sr qft 20% qft qq ^ mi qft 

^TTrrfn 

(tj) ^q qroret ^ itt 3mPr % qRpr fq Pnfcfi % tRrrt^rt^ srf^m 
s ^fr j Rdr T qf$T qq cl^T ^ qTOT t q^tq ctoT 4>#Rlt 3RT ^ faqi 
ufR gffc 1 .4.98 ^ TO* 4ft ?ET? % SRFfa faq 

qq qmqjuH 4R% «TTC cfcI ^ ^ qft <^dKSfi % 3RPfa TO^i 
cR ^tot TjqcTH fam ^tt^tt I 

(h) $q PtM % qfanq ^rwr sraPr 4 ^rfer siPra? eftctRt WRr 
?tef cbqpiql' £[T^^^vTR3fR^qnR^R f^TT WJ I 

vii) 1.04.2002 Tt srfaft : 

fa) 'pRFTOft 3RRRT % 3TmR W \Jcqi4<frf EHRT qqR qq/ <Rqeft ^1 
qp3TR ^cq R<t>lel #4 ^eq m mm€\ ^ WIT 

qqq fciqR ten vjtt^tt I 

(^) 2006-2007 qcp ^?T (^) 4 q^T RqfRcT Pt^tR 

qp % mm m ^cq % 20% q? qq qqorTi ^ 

arqiqrft ^ Cfr^ teT % vidiKd % feF? mpfl I 1 .5% 

qfactf qft qq ^ qqc^) ^ W Wf 2007-08 TT 

siPRqqq yfeqr mw ^nq cnR? 2011-12 to qm mfa 
% 12.5% ^ qq^qeP ft ^ s^qqq $ iffim q^i #q 

cl4 qrq OTpr 2005-06 % ^TOt TOR 

qrq^ q%TT qft qqq I 
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(Tf) vjfeT 3rqo4ta 44 (400 4cR ^TeT 4) 4 qf4 clef % 

% fePT ^q vjq 4^1 fa>) 4 miT RrofftcT 4 Pltflet 
7TTI|T(?M ^ 4 10% 4t cr? 4 qTOetft ^T ’flcTFT ft>OT ^TROT I 
(q) 400 4k^ 4 3jfe> ^TeT 4 q>4 cfeT % vidJKH % feR 

vi^K-1 % Wf RM ^4 % 4RM ^ ^ 

44 % loiq eTPJ <4 4t 3Tl4 m I 

(^) 25° ^ftsn^ OT 5*l4 W % *ff4 q>4 4eT % feiq m ?jJ4m 

cTOT 3Pm€ta 44 4 'HFTRT ^4 4eT eTPJ ^f 4 2.5% 

44i 

viii) M4 % qftnM 01 .04.2002 % OF? 3ffe 40e€t % feR 
srfcrRqa cfrt% 4t w nmft ^a srafr 4 foq ^rq gwr % 

^TllZftuH % sfTC 4t MlH^ft I 

ix) ilM T cfe TM? 4 qr4 4 r % VJdflcH ^TOe^t 4t RPJ m 4 2% 3#J^7 

4t f^r?m 3T^cTPf ^14 4 S^Tl <£t uliq'ft | 

x) 4§cr cfcT (^3TR)/^fcf 4 r snf4 (an^fem) % atmfa 44 4 ^oamr 

tR ^ ^ tf 7 T# | elfoi 5f*T WR % PT?^7 

^44 4r wnmr 4t ^ ^ ^ ^ 44R™ cr^rr 
Hl^facf) %T M^ieiiJ SKI 44 4 4*1 £tu \i\35R (^R^) 

4 cRTT ^Mdcfl'M 44 4 fcRT H4cfa 4 SffsftjRfcf 4t v^l^Tl I 

xi) %0cT 3 rc% 4c* % P|AI!H4> ^T % % feR W5T fowl 4t WHT 

<£tf ^Id^cbdl ^ 11 

xii) ci<fan 4 sfR mg wr 4 RFTe^l ^t gncfpr wr 

tl 

xiii) mf^Hf % feR ffc 4g, 4 r f^m 3rRiRm,1974 

% cURT B^raR ^Ill4ef ^r4 ^T ^T, 4 

smRr 3mt?f 1998-2002 4 mTT ^%pr araRr arafe 1.4.2002 % 

WTC, vJM^Tft 3HJ RmfM 4^4 v3dHI ^14cT ^ 4^7 I 

xiv) artery mr mu 3RT vi'iiB4f 4 4eil4d wtc 4 vsriw f?r 4 ^IcRT ^rt 

f4fr 45ITePT % RTm wt4 I 

#7e41 ¥M % fcR 4a (i») 4 ^di4ci '4ae4t q#0* 3fM m 
mfoH irttc 4 RprrpTR t ■ 

^q #4 *jea x 4aetf1 mr 

4iie41 >nRr = ..— 

100 + m?£\ m 


4fe: 1 
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2 n 2P4 (tx) 4 vjfcvtfect 2% 3T^FT ^ Tjupff OTT 

Tj^ % spjFfTT eTFJ ^Re^t % StfclRtP 

q<iei£JKc$ £[M HHIIcW 7FR ^ §^<t 5) 3TCRPft ^ I 

3. v3 q- j xf> Rffa ^ cb|±rfRffi 4^T % left? 3^%cT 3fftRJTO, 3TT^T 31Tfe TJTO ^ Ft 

uff^t ftfr? Oflq*), cRTft \3TT^ ^T^TT Pl^lRd RiRf4l TO TORT ^l^ecTl T7 RT^ ^Ttff eVll! 

*T. fit. tT*p« 


ministry of petroleum and natural gas 
resolution 

New Delhi, the I7th March, 2003 

No. O-22013/1/2001-ONG-m —The Government vide its Resolution No 224 
dated 21.11.1997 decided the phased dismantling of Administered pricing Mechanism 
(APM). In the aforesaid resolution, it was envisaged that the prices payable to the 
indigenous crude oil producers will be linked to the increasing percentage of 
international prices Free on Board (FOB) in place of cost plus based prices prevalent 
till 31.03.1998. 


2. The Government, constituted a Committee for evolution of a new scheme of 
royalty on crude oil w.e.f. 1.4.1998, because, inter-alia, the State Governments had 
been requesting for revision in the methodology for fixation of the rates of royalty paid 
by National Oil Companies (NOCs) since 01.04.1998. The Committee consulted ail 
stakeholders, especially the major oil & gas producing State Governments and the 
National oil companies. It also obtained expert opinion of National Institute of Public 
Finance & Policy (NIPFP), an eminent autonomous body supported by the Ministry of 
Finance. After considering the recommendations of the Committee and subsequent 
views of some of the State Governments, the Government has decided to introduce 
new Scheme of Royalty on crude oil w.e.f. 01.04.1998. The salient features of the new 
Scheme are as follows: 

(i) The revised royalty dispensation will be applicable to the areas granted 
to National Oil Companies on nomination basis, the exploration blocks 
awarded to Private /Joint Venture (Pvt/JV) contractors prior to New 
Exploration Licensing Policy (NELP), and the onland discovered fields 
awarded to Pvt/JV contractors. 

(ii) Royalty will be fixed on Ad valorem basis. 

(iii) Royalty will be calculated in accordance with the existing 
methodology, i.e. on “cum royalty” basis. 

(iv) Royalty calculations will be made on a monthly basis. 

(v) A deduction of 7.5% and 10% of the crude oil price considered for 
onland and offshore production respectively will be made in order to 
determine the wellhead price. 
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(vi) For the period 1.4.1998 to 31.3.2002: 

(a) Royalty will be paid on the wellhead price derived as at sub 
para (v) above and calculated on the basis of notified 
percentages of weighted average FOB price of actual import of 
crude oil stipulated in the Government Resolution on 
dismantling of the APM. 

(b) Royalty on crude oil production from onland and shallow water 
offshore areas (upto 400mts water depth) will be paid @ 20% of 

the wellhead price as derived from the price determined as at sub 
sub para (a) above. 

(c) Additional amount accrued during this period to the States as a 
result of these decisions may not be borne by NOCs and will be 
paid to the States under liabilities of the Gil Pool Account after 
adjusting the payments already made in terms of adhoc revisions 
since 1.4.1998. 

(d) Additional amount accrued during this period to the Centre as a 
result of these decisions may not be paid by the NOCs and may 
be waived 

(vii) With effect from 01.04.2002 : 

(a) The wellhead price of crude oil as derived from the market 
driven price obtained/obtainable by the producers based on 
"arm’s length transactions" will be considered for royalty 
Calculations. 

(b) For crude oil production from onland areas, royalty will be paid 
@ 20% of the wellhead price as derived from the price 
determined as at sub sub para (a) above till the year 2006-07. 
The convergence process may commence w.e.f. 2007-08 with 
tapering rates of royalty @1.5% each year so as to facilitate 
convergence with NELP rates of 12.5% within a period of 5 
years, i.e. by 2011-12 to be calculated accordingly. The matter 
may be reviewed for fine-tuning after 3 years, i.e. during 2005- 
06. 

(c) For crude oil production from shallow water offshore areas, 
(upto 400 mts. of water depth) royalty will be paid @ 10% of the 
wellhead price as derived from the price determined as at sub 
sub para (a) above. 

(d) For crude oil production from deepwater areas, i.e. beyond 400 
mts of water depth, the royalty rates during the first seven years 
of commercial production will be half of the rates as applicable 
for shallow water areas. 

(e) For heavier crude oils of 25° API and less, the royalty rate will 
be 2.5% lesser than the applicable rates for normal crude oils 
from onland and offshore. 

(viii) Additional amounts against the Royalty accrued after 01.04.2002 as a 

result of these decisions will be paid after adjusting the royalty 

payments already made for the period. 
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(ix) A special grant @ 2% over and above the applicable rate of royalty will 
be paid to the State of Nagaland on the crude oil production from the 
State. 

(x) Reduced rates of royalty will be levied for production from fields under 
Enhanced Oil Recovery (EOR)/Improved Oil Recovery (IOR). 
However, reduced rate of royalty for crude oil production from each of 
such EOR/IOR schemes will be notified by Ministry of Petroleum & 
Natural Gas in consultation with the concerned State Govemment(s) for 
the onland areas and Ministry of Finance for offshore areas. 

(xi) There is no need for setting up an independent agency only for 
determination of the normative price of crude oil. 

(xii) It is not feasible in the present scenario to make payments of royalty in 
kind to the States and the Centre. 

(xiii) The question of inclusion of Cess under the Oil Industry Development 
Act, 1974 for price determination for royalty purposes would not be 
relevant during the phased deregulation of APM period i.e. 1998-2002, 
and post APM period, i.e. after 01.04.2002, in view of the other 
decisions above. 

(xiv) Matters relating to OID Cess and other levies will be examined 
separately by this Ministry in consultation with Ministry of Finance. 


Note: 1 The existing methodology, on 'cum royalty' basis referred to at 
sub para (iii), for royalty calculation, is as follows: 

Wellhead Price X Royalty Rate 
Royalty amount - 100 + Royalty Rate 


Note: 2 The special grant of 2%, at sub para (ix) will be calculated as per 
the methodology as per Note 1 above, over and above the 
applicable rate of royalty and will be paid to the State of 
Nagaland by the lease holders concerned. 

3. The requisite notifications, orders etc. to implement the above decision will be 
issued separately, however, there will be no interest on arrears of royalty upto the due 
dates as determined therein. 


J. M. MAUSKAR, Jt. Secy. 
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